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UNCLAS WELLINGTON 05908 

E.O.l 1652:N/A 
TAGS: EMIN, NZ 

SUBJECT: NZ ALUMINUM SMELTER DISPUTE 
REF: WELLINGTON 5700 (NOTAL) AND PREVIOUS 

1 . IN AN ANNOUNCEMENT DECEMBER 21, PRIME MINISTER MULDOON 
REVEALED A ROUGH OUTLINE OF THE NEW AGREEMENT COVERING 
SUPPLY OF ELECTRICITY TO THE ALUMINUM SMELTER AT BLUFF. 

IN DOING SO, HE NOTED THAT, WHILE SUCH DETAILS WOULD 
NORMALLY BE CONSIDERED CONFIDENTIAL COMMERCIAL INFORMA- 
TION, THE PUBLIC INTEREST IN THE MATTER JUSTIFIED THEIR 
REEF. ASF.. 

2. FROM JANUARY 1, THE SMELTER WILL BE PAYING NEARLY FIVE 
TIMES MORE FOR POWER THAN IT HAS BEEN HERETOFORE. ACCORD 
ING TO THE ANNOUNCEMENT, THE NEW PRICING FORMULA PROVIDES 
FOR "ESCALATION" EVERY QUARTER, BASED HALF ON THE MOVE- 
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MENT OF THE WORLD PRICE OF ALUMINUM AND HALF ON THE COST 
OR PRODUCING ELECTRICITY IN NEW ZEALAND. THE NEW AGREE- 
MENT WILL RUN FOR 30 YEARS WITH AN EXTENSION BY MUTUAL 
AGREEMENT FOR AN ADDITIONAL FIFTEEN YEARS. THE PRICE 
FORMULA WILL BE REVIEWED EVERY 5 YEARS. 

3. UNDER THE PREVIOUS AGREEMENT, THE SMELTER HAD RIGHTS 
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TO AN ADDITIONAL 180 MEGAWATTS OF POWER. THE NEW AGREE- 
MENT PROVIDES THAT ADDITIONAL POWER WILL ONLY BE SUPPLIED 
TO THE SMELTER AT A PRICE AND ON CONDITIONS TO BE AGREED 
UPON WITH THE GOVERNMENT AT THE TIME. SELDEN 
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